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THE DYNAMICS OF THE WAGES QUESTION 

JOHN B. CLARK 

Students of the wages question have sought chiefly to 
discover the " natural" standard to which, at any one 
time, the pay of labor tends to conform. It is the rate 
which would prevail if the forces that are continually 
changing the shape of industrial society and modifying 
its action were to cease to act and if competition were to 
work in ideal perfection. This static rate, toward which 
actual wages are always tending, is fixed by the pro- 
ductive power of labor itself, and whatever changes that 
productive power raises or lowers this standard. Work- 
ing men are creating daily certain amounts of wealth ; 
and if the changes and disturbances that social progress 
implies should cease and if certain causes of friction 
were removed, every man would get, as his pay, the 
amount that he actually produces. Ten years hence 
the men will work in a different manner and with 
different appliances, and if we could then stop the in- 
fluences of change and let competition again do its full 
work, we should .find them getting amounts that would 
correspond to their changed powers of production. 

The marginal productive power of labor furnishes the 
standard of wages, and in general this is tending up- 
ward, and the actual rate is pursuing it. The move- 
ment is the resultant of many influences, some of which 
tend to depress the rate while others tend to raise it. Of 
these various influences some may be classed as normal 
and others as abnormal. From a dynamic point of view it 
would not be in accordance with nature that the actual 
rate of pay should coincide with the standard rate. 
When a dynamic influence raises the standard, certain 
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elements of natural friction prevent the actual rate of 
pay from instantly overtaking it, and it is to be ex- 
pected that at best the rate of wages will actively pur- 
sue the rising standard, but will lag somewhat behind 
it. In a dynamic view the condition is natural if the 
upward movement of the standard goes on at a normal 
rate and if the actual wages lag behind it by a normal 
interval. 

The terms " natural" and " normal" imply an accord- 
ance with unperverted nature, and for our purposes one 
chief perversion is that which interferes with the free 
movement of labor and capital from one occupation to 
another. This causes the actual rate of pay to lag un- 
duly behind the standard. This also reduces the in- 
centives to progress and renders the upward movement 
of the standard itself unduly slow. Monopoly is 
the comprehensive name for the great majority of 
the influences which act in these ways. The exist- 
ence of an interval between the standard rate of pay 
and the actual rate is, as may easily be shown, 
the condition that affords entrepreneurs' profits ; and 
these should be the lure to invention and to all the im- 
provements which enlarge the general product of indus- 
try. When they act in this way they are forever 
thrusting the standard of pay forward, and are not re- 
tarding the pursuit of that standard by the actual rate. 
Every such improvement not only increases the ultimate 
power of labor to produce wealth and to get it, but also 
accelerates the increase of the amount that, from the first, 
it gets. If, however, labor could instantly get all that 
a recent improvement enables it to produce, profits 
would be annihilated and the incentive to further im- 
provement would be removed. It is essential that the 
standard of wages should forever outstrip the pursuing 
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actual rate. In the sharpest contrast with the creating 
of an interval between the standard of wages and the 
rate of actual pay b}' influences that thrust the standard 
forward and cause the pursuing rate to move faster in 
the effort to overtake it is another set of influences 
which enlarge the interval by thrusting the pursuing 
rate backward. These cause the reward of labor to fall 
abnormally below its product, and they further check 
the increase in the product itself. 

For the good of laborers their advancing rate of earn- 
ings should lag behind their advancing power of pro- 
duction only because this power receives, ever and anon, 
a forward impulse, and not because the actual rate of 
earnings receives a backward impulse. For their good, 
also, the amount of the lagging should be that which 
will have the greatest effect in accelerating the advance 
of both rates. Standard pay and actual pay are like a 
tug and its tow — the two do not move most rapidly 
when the tow line is very short, and neither do they 
move thus when it is extremely long. There is a cer- 
tain length of line which gives the greatest speed, and 
so is there a certain amount of entrepreneurs' gains 
which, when they come from legitimate sources only, 
caiise the most rapid advance in the rate of laborers' 
earnings and afford the most inspiring outlook for the 
future of the working class. Invent a new machine, dis- 
cover a valuable substance, and you at once put the 
ultimate producing power of laborers higher, by a minute 
fraction, than it formerly was. The actual rate begins at 
once to move toward the higher standard, but long be- 
fore it can overtake it productive changes occur in a 
thousand different places in the industrial system, 
the standard moves upward again and again, and the 
pursuit of the moving goal continues forever. 
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We can now very briefly examine an influence which, 
however it may effect the rate of progress of the stand- 
ard of wages, certainly causes the actual rate to lag by 
an abnormal interval behind it. Monopoly is the gen- 
eral name of this influence, and it may be exercised by 
a class of capitalist entrepreneurs for their own benefit, 
or it may be in a like manner exercised by and for a 
body of laborers. It is a means of taxing the general 
body of independent producers. Monopoly may con- 
ceivably retard the rise of the standard of wages and at 
the same time cause the actual rate of pay to lag by an 
abnormal and increasingly long interval behind it. 




FIGURE I. 



In figure i measurement along the line J/'iV expresses 
time and that along M A expresses wages. The dotted 
line A B^ rising from the horizontal base line, represents 
the standard of wages as it would rise from decade to dec- 
ade with natural rapidity under the influence of com- 
petition. D E represents the actual rate of pay of labor, 
rising, under competition, with the same rapidity as 
the standard, but keeping by a fixed interval below 
10 



134 American Economic Association 

it. A C represents the rise of the standard as it is re- 
tarded by monopoly, and D F represents the actual rate 
falling farther and farther below this depressed standard. 
This is the worst of the possible typical effects of mo- 
nopoly. In this figure the lines are straight, since the 
rapidity of the rise of the standards and of the actual 
rates of pay may be treated as approximately constant 
during limited periods. The present studies do not 
afford the means of determining what changes in the 
rapidity of rise would actually take place. 

It is conceivable, however, that monopoly may not 
check the advance of the standard itself, but may cause 
actual pay to lag behind it by an increasing interval, in 
which case A C would coincide with A B. 

Again it is possible that the standard rate may rise 
with natural rapidity and that the actual rate may rise 
with the same rapidity, but may lag behind the standard 
by an interval that is constant, though abnormally 
large. 

The case of temporary monopolies secured through 
patents scarcely comes within the limits of this brief 
study. It is peculiar in that the patents cause inven- 
tions to be made that would not have been made other- 
wise. In that case they have an effect that is represent- 
ed in figure 2. The standard is made to rise at an ac- 
celerated rate ; and though the actual pay of labor lags 
behind the more rapidly rising standard by a larger in- 
terval than, in the absence of patents, it would have 
lagged behind the lower standard, the rate of its rise is 
as rapid as is that of the standard itself. The interval 
is constant. From the first labor gains something as 
a consequence of an invention that would not have been 
made and applied if patents were not granted, and the 
amount of this gain is progressive. 
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FIGURE 2. 

M N, time. 

MA, wages. 

A B, rise of standard of wages induced by patents. 

C D, rise of standard of wages unaffected by patents. 

B F, rise of actual rate of wages induced by patents. 

E G, rise of actual rate of wages unaffected by patents. 

In SO far as patents give a monopoly of inventions 
which would have been made in any case, their effect 
is illustrated by figure 3. They impose a fixed tax on 
labor, leaving the rapidity of the increase of its gains 
unaffected. Of monopolies of other kinds this is, in a 
general way, the actual effect under conditions that are 
attainable. 

In so far as some consolidations which are more or 
less monopolies do, as a further change, make large 
economies, the total effect which they have on the con- 
dition of the great body of labor may be represented by 
still another figure. The facts to be expressed are : (i) 
that the consolidations use labor and capital efficiently, 
and so raise by an absolute amount the productive 
power of labor ; (2) that they do not necessarily check 
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the rapidity with which inventions are made and ap- 
plied, but do increa,se the rapidity with which capital 
is accumulated, and by so doing accelerate the rise in 
the standard of wages itself ; and (3) that they cause 




FIGURE 3. 
M N, time. 

MA, wages. 

A B, natural rise of standard of wages. 

C D, natural rise of actual wages. 

E F, rise of actual wages under patents which do not increase 

useful inventions. 

actual pay to lag behind the new standard by an in- 
terval which is absolutely greater than is the correspond- 
ing interval where no such consolidations exist, but which 
is approximately a fixed interval. This condition offers 
to labor a somewhat accelerated rate of increase of wages 
as an offset for the tax which, during a preliminary 
period, it pays to monopoly. This case is represented 
in figure 4. 

In a rude and general way this figure describes the 
best results that can be hoped for in the near future as a 
consequence of consolidations of capital and of labor ; 
but neither this result nor any approximation to it is to 
be expected unless the force of competition, at least in 
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that potential form with which we have become familiar, 
shall continue to work efficiently. Moreover, such effi- 
ciency of potential competition is not to be expected un- 
less the regulating power of the state shall be effectively 

B 




FIGURE 4. 
M N, time. 
MA, wages. 

A B, rise of standard of wages under consolidation. 
CD, rise of standard of wages in absence of consolidation. 
E F, rise of actual rate of wages in absence of consolidation. 
G H, rise of actual rate of wages under consolidation. 

used. If it is not so used and if potential competition 
passes more and more into the realm of unrealized 
theory, labor will certainly experience a depression of 
its rate of pay which will carry it to an abnormal dis- 
tance below the standard to which it should conform, 
and it will have reason to expect a retarding of the rise 
of the standard rate itself. This would mean both a 
sterilizing of productive powers at any one time and a 
partial paralysis of forces that naturally give to these 
forces, from time to time, greater and greater efficiency. 
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We must assume without argument that an increase 
in capital raises the standard of wages, that an increase 
in the number of laborers tends to depress it, and that 
the economies which result from invention and from 
efficient coordination of the forces of industry raise it. 
These causes alone might be expected to yield, as a 
grand resultant, a perpetually rising rate of pay broi:ght 
about by a standard that is forever rising, and an actual 
rate that pursues the standard, though it remains by a 
nearly fixed interval in the rear. 

What we have actually to deal with is these general 
influences complicated by, the action of two kinds of 
monopoly which are showing a certain tendency to 
cooperate with each other. This brings us to the por- 
tal of a region in which doubtful questions of vital im- 
portance press upon us. The energy of particular 
industrial groups is turning more and more in the 
direction of making gains through some use of power 
which monopoly gives to tax other groups ; but in- 
variably do these gains mean a net loss to the com- 
munity as a whole. There are " grabs " or perversions 
of distribution which reduce general production. The 
big establishment is economical by reason of its size ; 
and if the power of competition, actual or potential, de- 
prives it of the power to tax the community, it is as 
welcome as any other agency which increases the pro- 
ductive power of labor. In that case, however, it is 
only outwardly and apparently a monopoly, since it has 
not the power which genuine monopoly implies of limit- 
ing the supply of such goods as it produces and of ex- 
cluding competitors from its field. What is most inter- 
esting and important is the question whether trade 
unions in themselves are in the way of producing 
genuinely monopolistic effects, and whether they are 
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beginning to cooperate with trusts in such a way that 
the two consolidations together impose on the public a 
monopolistic tax which neither could impose if it acted 
by itself. 

In the case of an industrial group which includes both 
capital and labor the reduction of products means the 
thrusting of some labor into more and more sterile fields ; 
and it therefore involves a reduction of the earning power 
of this excluded portion of the working force as well as 
of all labor that was originally in those fields. The 
problem of presenting this is the problem of rescuing 
potential competition from extinction and of retaining 
it as an adequate regulator. 

In the reducing of the output the trust may be aided 
by the laborer's union, provided that the union restricts 
the number of men who are allowed to practice the craft 
at all and also reduces the product that a workman is al- 
lowed to turn out. What it is most important to deter- 
mine, on the basis of general principles, is how much 
a trade union is impelled to do in mere self-interest in 
the way of such exclusion and restriction. The limits 
of this paper preclude doing more in this connection 
than to advance certain theses which, as I claim, a fuller 
argument would establish. 

1. The policy of limiting the number of men who are 
allowed to practice a craft is the most effective policy 
which a trade union that wishes to use the power of 
monopoly can adopt. It assists the employer in his ef- 
fort to keep down the supply and to keep up the price of 
his product, and it enables the workers to force him to 
give them a share of the gains thus made. 

2. This policy makes the workmen the antagonists of 
their employers in one part of the distributive process 
and allies in another part. They may fight the em- 
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ployers fiercely enough when the issue at stake is how 
much of what is extorted from the public shall be made 
over to labor ; but in making the extortion the interests 
of employers and employed are in harmony, and they 
are, as in a vague way the two parties are often called, 
allies and not enemies. 

3. The policy of easy-going labor, by which the 
product is reduced, is designed to provide work for a 
given number of men now in an employment without 
increasing the amount of the product to a point at 
which the price would be reduced and the returns of the 
industry as a whole diminished. 

4. This measure necessarily gives to the laborers in 
the trade smaller wages than they could get if they 
reduced their product in a corresponding degree by re- 
stricting the membership in their unions. By this latter 
plan it might be possible for each man to turn out more 
pieces of product and still get the same price per piece 
that he now gets. 

5. The go-easy policy is, on general grounds, good 
only as a temporary expedient in the interest of the men 
already in the particular union that adopts it. It is 
always injurious to labor outside of the union which 
resorts to it ; and a system in which all labor were organ- 
ized and in which each union were taxing the others by 
a curtailing of the product of its own work would be 
under the worst blight that monopoly in any form thus 
far suggested could cause. 

6. The amount that can be gained by a monopolistic 
policy on the part of labor is limited, as is the corres- 
ponding gain on the side of capital, by potential compe- 
tition. Make wages too high in the region where 
restriction and exclusion rule, and labor from without 
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will climb over the barriers which are erected to protect 
the favored territory. 

7. Under a regime of potential competition the 
amount of gain that can be extorted by any policy of 
restriction and exclusion on the part of the capital in an 
industrial group may be described, in a general and 
approximate way, as a fixed amount. More than that 
amount extorted from the public, even though trusts 
and trade unions unite in the effort to get it, will bring 
into action labor and capital from the outer region into 
which monopoly thrusts them. 

8. If we can assume a rate of rise of the standard of 
pay that is at least as rapid as it would be in the absence 
of consolidations of these two kinds, the result is a rise 
of the actual pay of the excluded labor itself which pro- 
ceeds at an equal rate. Independent labor, paying its 
tax to monopoly, may find its gains still increasing from 
decade to decade. The fixed reduction of its earnings 
at any one date is of slight importance in comparison 
with the rapidity of the increase of those earnings. 
The length of the hawser that connects a tug and its 
accompanying barge is of little consequence as affecting 
the duration of the voyage of the barge across the 
Atlantic, while everything that affects the speed of the 
tug is of the highest consequence. Of vital importance 
to labor is the effect that consolidations may have on 
the rate of increase of its gains. Labor may pay a 
steady tribute to monopoly and still attain, in time, a 
standard of life that is encouragingly and even inspir- 
ingly high. If the standard can be made to rise even by 
a minute degree more rapidly than it would rise, in the 
absence of consolidation, the fixed tax becomes, in the 
end, insignificant. With a fraction of a knot per hour 
added to its speed the barge that carries the fortunes of 
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working humanity ma}' reach, by the end of the 
twentieth century, a remoter and happier port than it 
could have reached in the absence of those consolida- 
tions which through the whole intervening period will 
continue to tax it. 



